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The French Modernization and Equipment Plan 


M. Monnet, reporting on the progress of the French 
Modernization and Equipment Plan, stated that a start has 
been made with most of the programs planned for basic 
industries. Important progress has been shown especially 
in the field of power supply. Exceptional internal financial 
and external payment difficulties have, however, exerted an 
inevitably retarding effect, but after a certain slowing 
down in 1947 and the first half of 1948, it will be pos- 
sible, with growing material sources and ensured finan- 
cial means, to enter upon the full realization of the 
plan, adapted to the new conditions and fitted into the 
framework of ERP. 

In the second half of 1947, coal prospects improved 
greatly, and 1948 output of coal and coke is expected to 
show a considerable increase. Shortage of steel has been 
the principal obstacle to production of both equipment 
goods and the most essential consumer goods. Transport 
may become the main bottleneck in 1948, owing to in- 
adequate rolling stock and expected increases in the ton- 
nage of coal, wood, and steel to be moved. 

Inadequate manpower has at no time been a factor 
retarding production. The total loss of working time 
in the sectors directly affected by labor disputes in 1947 
was 12 million working days, or about 4 per cent of the 
working time of all wage and salary earners in industry 


Exchange Stability 


In The Times of June 26, 1948, Mr. M. H. Parsons, 
Director of Operations of the International Monetary 
Fund, replied to a letter from Lord Hawke, published 
earlier in The Times, which had suggested that the ma- 
chinery created by the Bretton Woods Agreement for fix- 
ing exchange rates could not cope with the present situa- 
tion and that currencies should be allowed to find their 
own. level in a free market for current transactions. 
Among other observations, Mr. Parsons drew attention 
to the fact that: 


“. . . In the disturbed state of the world to-day it is 
hardly likely that, given a completely free market 
for all currencies, the resulting pattern would bear 
any close relation to purchasing power parities. Po- 
litical factors would intervene to a considerable ex- 
tent, and the resulting rates might well be even more 
unsuitable than anything which exists to-day. More- 


and commerce. Output of consumer goods in general was 
90 per cent of the 1938 level, while production of equip- 
ment goods, including building, was 120 per cent. By 
January 1948, however, the level of industrial produc- 
tion was again higher than in 1938. Working hours have 
been lengthened, but productivity has remained at 2 per 
cent below the prewar level. 

Total investment planned for 1947 was 470 billion 
French francs. Actual investment was 460 billion, which, 
taking into account the rise in prices means a deficit of 
16 per cent. The financial reductions had the effect of 
adapting expenditure to physical possibilities, but also 
introduced some discontinuity and uncertainty into the 
re-equipment plan. 

The increase in wages and the upward movement of 
prices raised considerably the working fund requirements 
of enterprises, so that a mass of other requirements com- 
petes with investments proper. A detailed analysis sug- 
gests that the contribution of savings to the financing of 
planned investments has been very small. Self-financing 
has constituted the most important contribution to saving; 
capital is invested today only for the benefit of its owners, 
who are reluctant to lend it. 

Source: Agence Economique et Financiere, Paris, France, 


June 8, 1948. 


over, it is not pleasant to contemplate the dislocation 
to world trade which would inevitably result from a 
sudden upset of all existing rates of exchange. 
“Another factor which must be taken into account 
is that, for countries which maintain import licen- 
sing, it is illusory to refer to a free market rate. In 
these circumstances the demand side of the market is 
very considerably influenced by the number of 
licences granted and the rate is thus susceptible of 
control.” 
Source: The Times, London, England, June 26, 1948. 


ERP and the Dollar Shortage 


The Economist expresses its concern lest even some of 
the chief architects of ERP should fail to understand the 
true nature of the problem that has to be met. Nearly all 
Americans believe that it will be possible in a few years 
to return to “normal” conditions, in which all interna- 
tional transactions can be carried out according to the 
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principles of the free market, in which any nation will be 
able to balance its international accounts by slight ad- 
justments of currency values, tariffs, or wages, and in 
which any nation that is earning its living can acquire 
dollars just as easily as any other form of money. So far 
as there is a “dollar problem,” it is believed to be a 
temporary phenomenon. This view, however, vastly 
underrates the dislocations from which the world is suf- 
fering. Once the United States replaced Britain as the 
cheapest producer of manufactured goods, and the larg- 
est potential exporter of capital, there ceased to be any 
“natural harmony” which requires the dominant eco- 
nomic country to buy its food and raw materials abroad, 
and seek investment opportunities in the outside world, as 
Britain used to do. The U.S.A., unlike the British Isles, 
can produce all the food and most of the raw materials 
it needs, and there is no compelling reason embedded in 
its geography to make it purchase extensive overseas sup- 
plies. In European eyes, therefore, it seems overwhelm- 
ingly probable that the dollar shortage will last for a 
generation. 


Source: The Economist, London, England, June 26, 1948. 


EUROPE 


Disinflation in U.K. 


Moving the final reading of the Finance Bill, the 
United Kingdom Chancellor stated that the net result of 
the changes which had been made in the proposed budget 
was to reduce the surplus on the combined current and 
capital accounts from £330 million to £321 million. 
There were already signs of disinflation, but the process 
had to go further and would create hardships in the 
course of the changeover. Until under-manning in some 
of the most essential industries has been cured “we can- 
not say we have disinflated our economy.” There was no 
general trend toward deflation, and nothing to justify 
fear of a sudden change. 


Source: The Times, London, England, June 26, 1948. 


U.K. Production and Trade 


The U.K. official index of industrial production for 
April was 124 (1946—100), compared with 121 for the 
first quarter. The Economist estimates that raw material 
stocks rose fairly generally during the first three months 
of the year. Exports rose in May, with a volume index 
of 134 (1938—100), compared with 126 in the first 
quarter. The value of imports was some £9 million lower 
in May than in April, and the f.o.b. trade deficit for the 
month was £23 million as against the deficit of £35 
million in April. 

Sources: The Financial Times, London, England, June 
22, 1948; The Economist, London, England, 
June 26, 1948. 
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U.K. Export Guarantees Bill 


A new U.K. Export Guarantees Bill, introduced in the 
House of Commons on June 17, proposes an increase, 
from £200 million to £300 million, in the maximum lia- 
bility which may be incurred by the Board of Trade in 
guarantees against loss on export trade transactions. 

The Acts of 1939 and 1945 limited the extent of this 
liability to £75 million and £200 million, respectively. 
Under these Acts and the new Bill, the Board is em- 
powered, with the consent of the Treasury and after con- 
sultation with an advisory council, to give guarantees to 
British exporters by affording protection against the main 
risks of overseas trading in return for premiums, which 
have in fact covered the total of claims paid in the past; 
it is not expected that the increase in the limits will in- 
volve any charge upon the Exchequer. 

From 1930 to the end of March 1944, guarantees given 
under the scheme exceeded £580 million, and in the three 
financial years since 1945 they have averaged £132 mil- 
lion per year, compared with an average of £43 million in 
the three years immediately before the war. 


Source: The Times, London, England, June 19, 1948. 
U.K.-Eire Trade Agreement 


A new trade agreement between the United Kingdom 
and Eire has now been reached. Eire has agreed in prin- 
ciple to export both fat and store cattle; the general in- 
tention is to restore this trade to prewar levels. Exports 
of canned meat and dairy products are also covered by 
the agreement. In general, prices payable to Eire will 
approximate British farm prices. These prices are below 
those which other European countries would be willing 
to pay, but Eire has accepted them in return for a 
guaranteed market for its produce for the next four 
years. The U.K. has also guaranteed to export to Eire 
in 1949 at least the same amount of coal as in 1948. Eire 
has agreed to restrict its dollar expenditure to the level 
obtaining during the first half of this year until it is 
known what funds will be received under the European 
Recovery Program. 


Source: The Economist, London, England, June 26, 1948. 


BIS and Looted Gold - 


During the war the Bank for International Settlements 
received gold from the Reichsbank as payment of funds 
invested by the BIS in Germany in application of The 
Hague Agreements of 1930. It has now announced set- 
tlement of the liability arising from its undertaking to 
restore any of this gold which could be proved to be looted 
monetary gold. During the war the Reichsbank continued 
to make transfers to the BIS in the form of remittances of 
gold or Swiss francs (against reichsmarks) correspond- 
ing to the interest earned on the Bank’s investments, to- 
gether with a limited redemption of capital. The BIS 
was not in a position to refuse these payments, which 
were in accordance with contractual obligations, and 
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any interruption in the transfers would have led to an 
increase in the Bank’s reichsmark holdings, which would 
have been tantamount to economic assistance to a bellig- 
erent country. It was not possible at the time to ascertain 
with certainty the origin of the gold, and in September 
1945 the BIS offered to cooperate unreservedly with 
central banks which were looking for monetary gold of 
which Germany had deprived them during occupation. 
A complete list of all the bars received from Germany 
during the war and full particulars of their character- 
istics were available, and eventually the amount to be 
restored was fixed at 3,740 kg. of fine gold. Ten per 
cent of this is gold received by the BIS for the account 
of another central bank, so that the sum restored by the 
BIS for its own account is 3,366 kg. of fine gold. The 
whole amount is now at the disposal of the Allied Gov- 
ernments for distribution among the rightful claimants 
under the Brussels Tripartite Commission for the Resti- 
tution of Monetary Gold. 
Source: Bank for International Settlements, Eighteenth 
Annual Report, Basel, Switzerland, June 14, 
1948. 


Forward Free Market in Paris 


According to a Notice of June 25 of the Exchange 
Control Office in Paris, former Notices 291, 307, and 
309 are modified to allow the establishment on the free 
market of a forward market for dollars, Swiss francs, 
and escudos, effective June 24. 

Importers may buy forward dollars, Swiss francs, or 
escudos for the amount of exchange they are entitled to 
obtain on the free market (50 per cent of the f.o.b. 
value of the contract plus all additional expenses like 
insurance and freight). Exporters are allowed to sell 
forward up to fifty per cent of their hard currency pro- 
ceeds. This operation may take place as soon as the 
commercial agreement with the customer is signed. 

There is no possibility of linking buying and selling 
operations. An importer after buying dollars or Swiss 
francs spot is forbidden to sell them forward. 

Though exchange quotations have been remarkably 
stable, both importers and exporters have, since the open- 
ing of the free market in Paris early in February, con- 
stantly demanded the establishment of a forward market. 
Source: Journal Officiel de Republique Francaise, 

Paris, France, June 25, 1948. 


Franco-Portuguese Commercial Treaty 


Franco-Portuguese commercial negotiations, which 
started in Paris on May 3, have resulted in a trade and 
payments agreement for one year, beginning June 1. The 
trade turnover expected is about 14 billion francs. 

The great advantage for Portugal lies in the export of 
such raw materials as pyrites, tin, manganese, and tungs- 
ten, which have become very small since the war. France 
will receive oilseeds, sisal, and raw hides from the 
Portuguese colonies; and tinned fish, wines, and liquor 








from Metropolitan Portugal. 

Portugal will obtain from France 200,000 tons of 
North African phosphates, machinery for modernizing 
her industries, iron and steel, trucks and cars, electrical 
and mechanical equipment, chemicals, textiles, wines, 
perfumes, and pharmaceuticals. 

Commercial payments will be settled on the basis of 
the “average rate” (50 per cent at the official rate and 
50 per cent at the free market rate in Paris), except for 
the Portuguese pyrites and oilseeds which will be traded 
on the basis of the official rate. 

Source: La Tribune Economique, Paris, France, May 


28, 1948. 


Danish Agricultural Exports 


Available figures for Danish agricultural exports in 
the first five months of 1948 show that exports of butter 
amounted to 38,600 tons, which is 20 per cent more than 
during the same period last year. Export of eggs (18,000 
tons) were 50 per cent more than last year, and of 
bacon, pork, offal, and lard (30,000 tons), 10 per cent 
more. During the next few months, however, exports of 
pork may fall because of a shortage of meat on the 
domestic market. Exports of cattle in the five-month 
period totaled 60,000 head, which is slightly less than 
half the exports a year ago, and there was some reduc- 
tion in exports of horses. Potato exports were 100,000 
tons, against only 30,000 tons during the corresponding 
period in 1947. 

Source: Borsen, Copenhagen, Denmark, June 4, 1948. 


Italy’s New Financial Program 


Italy’s new Minister of the Treasury has reported 
that, for the fiscal year ending June 30, 1948, the Gov- 
ernment deficit will amount to 709 billion lire (about 
$1.2 billion), in contrast to an original estimate of 311 
billion lire. In the period 1922-23 to 1942-43, the an- 
nual deficit averaged 650 billion lire (present value). 
The percentage of expenditures covered by revenue (52 
per cent) may be compared with percentages of 18, 14, 
25, and 38 in the four years from 1943-44 to 1946-47. 
From these data, it may be deducted that total expendi- 
tures in fiscal 1948 may be 1,477 billion lire, and total 
revenue 768 billion, thus differing only slightly from 
the latest forecast made public last April. 

Although the percentage is showing an upward trend, 
the absolute deficit from 1943-44 on shows an almost 
fourfold increase, because of an expansion of expendi- 
tures, from 229 billion lire in 1943-44 to 1,477 billion 
in 1947-48. The rate of expansion during the last two 
years has exceeded the increase in the wholesale price 
index. 

In the immediate future the attempt will be made to 
reduce both the relative and absolute deficits, mainly 
through an over-all reduction in expenditures. The reve- 
nue increase of 1947-48 should be maintained next year, 
and taxation should be proportionately heavier for the 
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upper classes. Expenditures should be reduced, mainly 
through the elimination of state subsidies, including that 
on bread, which amounted to 168 billion lire in 1947-48, 
and would be much larger in the new fiscal year. In fact, 
the new price of wheat recently fixed is about 40 per 
cent higher than last year’s, thus increasing the differ- 
ence between the wheat price paid to farmers and the 
bread price to be paid by the rationed consumer. How- 
ever, abolition of the bread price subsidy will necessarily 
result in a new retail price which will be about 110 lire 
a kilo or more than twice the present price. 

According to the provisional budget estimate for 
1948-49, expenditures should be 1,113 billion lire, more 
than one half of which should cover civil servants’ sal- 
aries and the cost of new public works. Revenue should 
be 706 billion, and the deficit therefore only 37 per cent 
of expenditures. 

No mention has been made by the Minister of the 
settlement of the heavy burden of “authorized” expendi- 
tures which, according to Italian law, remain an in- 
definite commitment for the Government. These accumu- 
lated “arrears” were estimated as amounting to 780 
billion lire at the end of December. Although, in view 
of changes in circumstances since they were originally 
authorized, many of these expenditnres will not now be 
incurred, some of the arrears are gradually being paid 
off, thus adding to the expenditures included in the 
budget estimates. 

Source: Economic News from Italy, New York, N. Y., 
June 22, 1948. 


Polish State Finances 


Ordinary State revenues in Poland in the first quar- 
ter of 1948 amounted to 74.9 billion zlotys, or 23.6 
per cent of the estimated total for the whole year, 
while expenditures were 59.7 billion zlotys, or 21.5 
per cent of estimated expenditures. The revenue sur- 
plus is 38.2 per cent of the surplus estimated for the 
entire year. In the first quarter of 1947, revenues 
amounted to 15.5 per cent and expenditures to 16.9 
per cent of actual revenues and expenditures for the 
whole year, while the revenue surplus was only 8.4 per 
cent of the year’s actual surplus. 

This comparison indicates that the situation in the 
first quarter of 1948 is rather favorable. If this con- 
tinues through the rest of the year, and the surplus 
attained is larger than originally anticipated, a greater 
proportion of investments (covered by a separate bud- 
get) could be financed from ordinary budgetary re- 
sources, thus easing the strained situation in the credit 
market. 

Sources: Central Statistical Office of the Republic of 
Poland, Statistical News, No. 8, Warsaw, 
Poland, April 20, 1948; Polish Research and 
Information Service, Biuletyn, New York, N.Y., 
June 11, 1948. 


Relaxation of Polish Exchange Control 


Until December 17, 1946, free import of foreign 
bank notes was prohibited in Poland, but after that 
date the free import of notes valued up to 100,000 
zlotys (or the equivalent of $1,000 at the official ex- 
change rate applied to financial transactions) was 
allowed. Beginning in 1947, however, the exchange 
rate of 400 zlotys per dollar was applied, so that the 
amount of freely imported foreign bank notes was cor- 
respondingly reduced to the equivalent of $250 per 
person. This was changed, however, by a resolution 
of May 3, 1948 of the Foreign Exchange Commission, 
under which the limit of foreign bank notes that might 
be freely imported was raised to equal again the value 
of $1,000. Another resolution of the same date allows 
the sending of foreign bank notes to Poland by mail. 
The privilege of importing foreign bank notes freely 
is limited to Polish repatriates or residents coming 
from abroad, and recipients of foreign bank notes sent 
by mail must also be residents of Poland. 

A third resolution of the Commission, also issued 
on May 3, allows free importation of gold in coin or 
in unprocessed form up to the equivalent of 100,000 
zlotys ($250 at the present exchange rate, including 
premium). This was accompanied by another resolu- 
tion permitting authorized goldsmiths and dental tech- 
nicians to buy and sell unprocessed gold on the free 
market. This resolution has actually only legalized 
the existing practice. 


Sources: Dziennik Urzedowy Ministerstwa Skarbu, 
Warsaw, Poland, No. 42, April 13, 1948; 
No. 56, May 18, 1948; and No. 60, May 25, 
1948. 


Bulgarian Foreign Trade 


Bulgaria’s foreign trade is reported to have more 
than doubled in value during the first two months of 
1948, compared with the corresponding period of 1947. 
In January and February 1948, total imports amounted 
to 5,468 million leva (2,274 million in 1947) and total 
exports to 5,007 million (2,084 million in 1947). 
Although this increase over 1947 should be attributed 
in part to the rise in prices, the expansion seems to 
be significant, even in terms of volume. 

The increase in imports was due to the rise in all 
of Bulgaria’s major import items, with the exception 
of textiles. On the export side, tobacco was the first 
export commodity, cigarettes second, lead ores third, 
and coal (most of which went to Yugoslavia) fourth. 

The bulk of Bulgarian foreign trade continues to 
be chiefly with the U.S.S.R., Czechoslovakia, Yugo- 
slavia, and Poland. 


Source: Free Bulgaria, Sofia, Bulgaria, May 1, 1948. 
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MIDDLE EAST 


Report on the Franco-Lebanese Agreement 


Mr. van Zeeland, the Belgian financial expert and 
ex-Premier, has, at the request of the Lebanese Gov- 
ernment, examined the Franco-Lebanese agreement of 
January last, which was intended to settle the out- 
standing problems of currency and exchange between 
France and Lebanon. He has advised the ratification 
of the agreement, which he regards as a satisfactory 
compromise. A refusal to ratify would, in his opinion, 
involve Lebanon in lengthy legal disputes, might ad- 
versely affect the value of her currency, and would 
cause her unnecessary difficulties. However, certain 
articles are open to various interpretations, and he 
suggests an annex to the original agreement, setting 
forth a satisfactory interpretation of these articles. The 
annex would provide mainly for Lebanon’s right to 
request larger releases from the blocked franc balances 
under certain specified conditions, and would ascertain 
Lebanon’s right to refuse any French intervention in 
the determination of its exchange policy. 

Mr. van Zeeland also indicates that it would be ad- 
visable for Syria to ratify a similar agreement, and 
adds that the maintenance of a customs union and close 
monetary and economic relations between the two coun- 
tries (which would be threatened if Lebanon ratified 
the agreement and Syria refused it) are advantageous 
to both countries. 

Source: Le Commerce du Levant, Beirut, Lebanon, May 
19, 1948. 


FAR EAST 
ECAFE Conference 


The third session of the United Nations Economic 
Commission for Asia and the Far East, held in Ootaca- 
mund, India, had its final meeting on June 12. During 
the session, special attention was paid to the reduction 
of rice prices. 

In debating a report on industrial development, del- 
egates affirmed the principle of raising the standards 
of the Asiatic countries to the maximum. The opinion 
was expressed that the level to which the Japanese econ- 
omy might be restored should enable it to contribute 
to regional stability but should not transform it into 
a war machine. 

An early meeting of experts on inland transport has 
been recommended for the purpose of rebuilding the 
transport system in the Far East. 

Resolutions approved by the Trade Promotion Com- 
mittee were as follows: 

1. Establishment of a trade promotion section within 
the ECAFE Secretariat to carry out research and in- 
vestigations, and to promote collaboration between 


member governments for solution of trade problems. 

2. Interchange of information by governments on 
import needs and export possibilities with a view to 
promoting intra-regional trade. 

3. Immediate consideration of the possibility of 
working arrangements with Japan within the limits 
permitted by the Allied Far Eastern Commission and 
the peace settlement when it is concluded. 

4. Investigation of special financial arrangements 
to facilitate intra-regional trade. 

The Committee also asked the Secretariat to under- 
take a study of important commodities, such as jute, 
silk, and oilseeds, and to convene an early meeting of 
businessmen under ECAFE auspices. 

A statement of the U.S.A. position on aid to Asia, 
made by the U.S.A. representative on the ECAFE, was 
taken generally as the most important development of 
this conference. He said that “it is unthinkable that 
credits and loans would not be forthcoming from the 
West for expanding economy in the East, but conditions 
must be favorable for sound loans, as they must be 
used for direct investments in enterprises.” Any im- 
pression that the U.S.A. intended to bolster Asia’s econ- 
omy with outright monetary gifts has thus been 
dispelled. 

A survey of economic conditions and problems in 
East Asia, prepared by the Secretariat of ECAFE, 
brings out clearly certain of Asia’s difficulties: low 
national income, excessive dependence upon agricul- 
ture, lack of diversification, population pressure, and 
under-industrialization. 

Sources: United Nations Press Release, EC/501, 502, 
506, 507, 511, 512, and 517, June 3-10, 1948. 


Investment Plans for India 


A new plan has been published by Mr. G. D. Birla, 
a signatory of the earlier Bombay Plan of 1944, which 
attempts to revise the estimates‘ of India’s financial re- 
quirements for investment to the new conditions created 
by partition. Total investment for the Dominion of 
India during the next five years is now estimated at 
Rs 12,200 million ($3,660 million), while the Bombay 
Plan’s estimate of Rs 14,000 million at 1939 prices 
would be equivalent to Rs42,000 million at current 
prices. Of the total, Mr. Birla allocates 62 per cent 
to government account. This plan would increase the 
shares of agriculture and transport from 14 and 8 per 
cent, respectively, of the total under the Bombay Plan, 
to 28 and 21 per cent, respectively, and reduce that 
of industry from 56 to 35 per cent. 

Total investment during the three years 1943-44 to 
1945-46 is estimated at Rs 19,500 million, or Rs 6,500 
million a year. Mr. Birla’s plan contemplates an annual 
investment of only Rs 2,440 million, or 4.6 per cent of 
an estimated current national income of Rs 52,900 
million. 





External finance required over the five years is esti- 
mated at Rs 5,000 million-6,000 million. This is to be 
obtained as follows: (1) Rs 3,000 million as releases 
of sterling balances, of which one third will be avail- 
able in hard currencies; (2) Rs 666 million as a loan 
from the International Bank for Reconstruction and 
Development; (3) Rs 1,000 million in the first half of 
the five-year period from the IMF and the Export-Import 
Bank in the ratio of 2:1; and (4) Rs 2,333 million 
through export surpluses in the second half of the 
period, of which Rs 1,000 million would be utilized 
to repay the IMF and the Export-Import Bank. 
Sources: The Eastern Economist, New Delhi, India, 

June 4 and 18, 1948. 


India’s Savings Drive 


The Government of India has reorganized the Na- 
tional Savings Bureau to intensify the drive for the 
sale of National Savings Certificates. New 5 and 71% 
year savings certificates were recently added to the 
existing 12 year certificates, to meet the requirements of 
various groups of investors. The net collection through 
these certificates, on the basis of 3.5 annas (7¢) per head, 
should amount to Rs 850-1,000 million per annum, com- 
pared with Rs 225 million for recent years. 

Source: The Eastern Economist, New Delhi, India, 


June 11, 1948. 


India-Pakistan Imports of U.K. Capital Goods 


The share of United Kingdom exports of capital 
goods taken by India and Pakistan in 1947 was 12 per 
cent, or £39 million ($156 million). Of this, machinery 
accounted for £30 million, or 17 per cent of U.K. ex- 
ports of machinery to all countries. 

These imports, however, have been small relative to 
the needs of India and Pakistan, and the U.K. Secre- 
tary for Overseas Trade is reported to have said that 
the country will not be in a position to supply the 
needed machinery and equipment for the next three to 
four years. 

Source: The Eastern Economist, New Delhi, India, 
June 18, 1948. 


The Indochinese Piastre 


When the French franc was devalued on January 25, 
1948, the parity between the franc and the Indochinese 
piastre was not changed; the result was that an 80 per 
cent devaluation was applied to the piastre in respect 
to all currencies outside the franc area, so that the 
exchange rate between the piastre and the dollar rose 
from 7 piastres to the dollar to 12.5 piastres to the 
dollar. 

The latter rate, applied by the French-Indochinese 
Exchange Control Office, is reported to be unsatisfac- 
tory. Internal prices have risen so high in Indochina 
that, with the above rate, exports cannot flow. Another 
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indication that the rate is unsatisfactory is that in Hong 
Kong the piastre is quoted far below the official rate. 

A readjustment of the piastre is reported as probable 
by the newspaper Agence Economique et Financiere, 
though the matter seems to be rather confused. Rather 
than a straight devaluation, the proposed readjustment 
might simply be the introduction in Indochina of a 
free market for the dollar along the lines of the free 
market in Paris. 

Source: Agence Economique et Financiere, Paris, France, 


June 16, 1948. 


U.S. Aid Activities in China 


The Chinese Legislative Yuan formally accepted, on 
June 22, the American aid proposals outlined in the 
China Aid Act of 1948, passed by the U. S. Congress 
on April 3 and which, it is expected, will be signed 
on July 1. The Minister of Foreign Affairs, in his 
report to the Legislative Yuan, stated that China’s mo- 
tives for seeking foreign aid were (1) to balance her 
international payments; (2) to finance urgent recon- 
struction of railways, coal mines, and power plants; 
(3) to procure part of the military materials required 
in the campaign against the Communists; and (4) to 
secure a basis for currency reform. The first three 
will be covered by forthcoming aid; the last will be 
left for later discussions. 

Negotiations were reported to be proceeding in Nan- 
king, between the Americans and Chinese, on the utiliza- 
tion of the American aid appropriation. A major por- 
tion will be devoted to developing coal mines in Hunan 
and Kiangsi provinces, expanding the projected United 
Power Company in Shanghai, and rebuilding two rail- 
ways. The Canton-Hankow Railway has requested 
US$22 million; the Chekiang-Kiangsi Railway, US$10 
million. Taiwan also will receive a portion of the 
appropriation to carry out various reconstruction 
projects. 

Sources: Chinese News Service, Press Release, New 


York, N.Y., June 16 and 23, 1948. 
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Official statistics on operations of the Fund and 
the International Bank for Reconstruction and De- 
velopment. 

Exchange rates, gold and foreign exchange hold- 
ings, prices and international trade, for most coun- 
tries of the world. 
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oe Seana international financial positions, 1936 
to date. 


Published Monthly — 170 pages 


Subscription: US $5.00, or approximately equiv- 
alent prices in the currencies of most countries. 
INTERNATIONAL MONETARY FUND 
1818 H Street N.W., Washington 25, D.C. 








— Th 


Tr = 


OO wwe eet ee Os Oil CO 


— —-* ©» * Dm 








INTERNATIONAL MONETARY FUND 





7 





UNITED STATES AND CANADA 


U.S. Foreign Aid 


In its final days before adjournment, the 80th Congress 
of the United States, in the “Foreign Aid Appropriation 
Act, 1949,” appropriated $6,031 million for foreign aid. 
This aid is to extend for one year (fiscal 1949, i.e. ending 
June 30, 1949) with the exception of ECA funds which 
were appropriated for the year ending April 2, 1949. 
Included in the total is $4 billion for the Economic Co- 
operation Administration, $225 million of additional aid 
to Greece and Turkey, $400 million for aid to China, 
and $1,300 million for government expenditure and relief 
in occupied areas. An additional $71 million was ap- 
propriated for U.S. participation in the International 
Refugee Organization and $35 million for the Interna- 
tional Children’s Emergency Fund. 

On June 28 President Truman signed the bill, and the 
State Department and the Governments of Italy and Ire- 
land signed the first bilateral aid agreements under the 
Economic Cooperation Act of 1948, made possible by the 
foreign aid funds. 


Sources: 80th Congress of the United States, Second 
Session, H.R. 6801 (Foreign Aid Appropriation 
Act, 1949), Washington, D.C.; The Wall Street 
Journal, New York, N.Y., June 29, 1948. 


Recent U.S. Wage Increases 


An agreement reached on May 25 between the Gen- 
eral Motors Corporation and the United Automobile 
Workers, ClO—which allows for an 1l-cent an hour 
increase for 225,000 employees—started a series of third- 
round postwar wage increases. The agreement is of two 
years’ duration, and will be adjusted at a later date to 
the cost of living. Next September 1 and each quarter 
of the year thereafter, the Union will receive another 
wage increase at the rate of 1 cent an hour for each 
1.14 points of the rise in the BLS cost of living index. 
In the event that the cost of living goes down, the em- 
ployees will take a 1 cent an hour cut for every 1.14 
points the index drops. In no case, however, can the 
Corporation cut wages by more than 5 cents an hour 
between now and 1950. A year from May 29, 1948, 
wages will automatically go up 3 cents an hour regardless 
of the change in the cost of living. 

On May 27, GM and the United Electrical Workers 
signed a two-year agreement providing for a wage in- 
crease of 11 cents an hour, of which 3 cents is considered 
an “annual wage improvement,” while the other 8 cents 
is subject to a cost of living adjustment, after Septem- 
ber 1, 1948. 

A wage agreement, signed on May 28 between the 
Chrysler Corporation and the UAW (CIO), grants a flat 
wage increase of 13 cents an hour. The agreement ex- 
pires in August 1950 with the provision that wage nego- 





tiations may be reopened by either party after June 15, 
1949. The Hudson Motor Car Company agreed on June 
15 to a straight wage increase of 13 cents an hour. 

Two of the “big four” in the rubber industry, Goodyear 
Tire and Rubber Company and Firestone Tire and Rubber 
Company, signed agreements until 1950 which allow for 
an 11 cents an hour wage boost. 

A soft-coal working agreement was signed on June 25 
by the United Mine Workers and a major share of the 
soft-coal industry, which calls for $l-a-day pay boost 
for the miners and a $100 million-a-year welfare fund. 
The new UMW contract brings the average earnings of 
soft-coal miners to $1.97 an hour, the top bracket among 
industrial workers. 

Sources: The Wall Street Journal, New York, N.Y., May 
26, 28, 29, and 31, June 16, 18, and 26, 1948. 


U.S. Price Support of 1948 Rice Crop 


The U.S. Department of Agriculture announced on 
June 14 a program to support the price of the 1948 U.S. 
rice crop at 90 per cent of the parity price as of August 
1, 1948. The parity price as of May 15, 1948 was $2.03 
per bushel. The Commodity Credit Corporation (CCC) 
will extend non-recourse loans to producers and pro- 
ducers’ associations from the time of harvest through 
December 31, 1948 on rough rice stored on farms and 
in approved warehouses. The loans will mature on April 
30, 1949 or earlier upon demand. Rice eligible for CCC 
loans must be grade U.S. No. 4 or better, of fair or better 
milling quality, and must contain a maximum of 14% 
per cent of moisture, with the exception that California- 
grown rice may contain up to 15 per cent moisture. The 
price support program will be administered through CCC 
field offices, State Production and Marketing Administra- 
tion committees, and county agricultural conservation 
committees. 

Source: U.S. Department of Agriculture, Press Release, 
Washington, D.C., June 14, 1948. 


Canada’s Exchange Reserves Increase 


Canada’s Minister of Finance announced on June 25 
that Canada’s holdings of gold and U.S. dollars totaled 
$742 million, compared with $668 million at the end of 
April. The $74 million increase is in part accounted 
for by drawings on Canada’s loan from the Export- 
Import Bank, $60 million of which have been reported 
as taking place during the period. Current gold and 
U.S. dollar holdings compare with a low of $461 million 
on December 17, 1947, and with $1,245 million on De- 
cember 31, 1946. The increase since the end of 1947 
reflects not only the use (reported as $140 million) of 
the U.S. loan, and certain transactions of a special or 
non-recurrent character, but also the working of the 
import restriction program initiated in November 1947. 
Prior to that time, U.S. dollar reserves were declining 
at a rate of $70 million monthly. 


5 CL, Sas : 
7 








8 


If serious setbacks do not occur, the Government plans 
to relax the restrictions on imports of certain goods 
toward the end of 1948. According to the Minister’s 
statement, fresh fruits and vegetables may be taken off 
the prohibited list and put under quota, and citrus quotas 
may be enlarged. 

Sources: Canada, House of Commons Debates, Ottawa, 
Canada, February 12 and May 18, 1948; The 
Globe and Mail, Toronto, Canada, June 26, 
1948. 


Canadian Commodities for Export Under ECA 


On June 19, Canada’s Minister of Trade and Com- 
merce released estimates of the amounts of scheduled 
ECA commodities which Canada will be able to supply 
to participating countries in the twelve-month period 
ending June 30, 1949. These estimates, based on contract 
prices or prices current in May 1948, were calculated by 
deductixz from total supply domestic requirements and 
traditional exports to non-ERP countries. 

Total availabilities were estimated at $1,606 million. 
Of this total, goods valued at over $250 million have 
already been committed to specific countries, either by 
government contracts or private trade arrangements. 
These commitments include wheat, flour, other foods, 
newsprint, and pulp covered by contracts with the United 
Kingdom. Also included are base metals under contract 
to the United Kingdom and other ERP countries. 

Of the.$1,606 million total, the most important com- 
modities are bread grains at $495 million and coarse 
grains at $253 million. Other major items include tim- 
ber ($135 million), meat ($102 million), aluminum ($69 
million), miscellaneous vehicles and parts ($68 million), 
copper ($43 million), eggs ($35 million), fish ($29 mil- 
lion), and hides, skins, and leather ($26 million). Meat, 
bacon, and eggs are committed to the U.K. until the 
beginning of 1949, when the contracts terminate. 
Sources: Winnipeg Free Press, Winnipeg, Canada, June 

19, 1948; Canada, Department of Trade and 
Commerce, Press Release, Ottawa, Canada, June 
19, 1948; The Globe and Mail, Toronto, Can- 
ada, June 21, 1948; The Financial Post, 
Toronto, Canada, June 26, 1948. 


LATIN AMERICA 


Nationalization of Private Banks in Costa Rica 


The Government of Costa Rica, established after the 
revolution of last April, by decree of June 22 took im- 
mediate possession of the private banking institutions of 
the country. The Government has expropriated all the 
shares of the Banco de Costa Rica, Banco Anglo Costar- 
ricense, and the Credito Agricola de Cartago. A future 
decree will regulate the terms of payment for the expro- 
priated shares. In announcing this measure, the Presi- 
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dent said that credit and banking institutions should be 
controlled by the Government as a public utility instead 
of being left in private hands which, he said, many times 
helped foster “a very productive whiskey importation.” 
There is no information as to how the Government is 
going to finance the nationalization, since the President 
himself described the state of public finance as disastrous 
and blamed past governments for it. Another decree 
imposes a ten per cent tax on all private capital, national 
and foreign, above 50,000 colones (5.61 colones=$1) to 
raise funds for the reconstruction of the country. 
Sources: The Journal of Commerce, New York, N.Y. 
June 21, 1948; La Gaceta, Diario Oficial, San 
Jose, Costa Rica, June 22, 1948. 


Chile in Transferable Account Area 


The U.K. Treasury has announced that conversations 
covering a wide field of economic and financial relations 
have been taking place with Chile. By a payments agree- 
ment signed on June 25, 1948, Chile has entered the 
Transferable Account area. “Conversations on future 
trade and payments are continuing in Santiago. 

Source: The Times, London, England, June 26, 1948. 


SOUTHERN RHODESIA 
Southern Rhodesian Monetary Policy 


In announcing the intention of his Government to 
pay a subsidy on gold production, the Southern Rho- 
desian Minister of Finance stated that the stage had been 
reached in the development of the colony at which it was 
no longer possible to accept without question the mone- 
tary policy of the United Kingdom. The British Govern- 
ment will be approached with a proposal that, as another 
step on the road to full Dominion status, a central bank 
be established as soon as possible. 


Source: The Star, Johannesburg, South Africa, May 18, 
1948. 


International Financial News Survey written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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